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LETTER OF TRANSMITTAL 
House or RErResENTATIVES, 
Washington, D.C., October 2, 1978. 
Hon. Tuomas P. O’Nunt, Jr., 
Speaker of the House of Representatives, 
Washington, D.C. 


Desk Mr. Sreaxtn: By direction of the Committee on Government 

Operations, I submit herewith the committee’s 35th report to the 95th 

. The committee’s report is based on a study made by its 
Legislation and National Security Subcommittee, 


Jack Brooxs, Chairman. 
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Calendar No. 904 


95TH Coneress i HOUSE OF REPRESENTATIVES. { Rerorr 
2d Session Cara No. 95-1676 


| REPORT ON OVERSEAS REAL PROPERTY 
MANAGEMENT 


Ocroner 2, 1978,—Committed to the Committee of the Whole House on the 
State of the Union and ordered to be printed 


Mr. Brooxs, from the Committee on Government Operations, 
oan submitted the following 


THIRTY-FIFTH REPORT 


BASED ON A STUDY BY THE LEGISLATION AND NATIONAL SECURITY 
SUBCOMMITTES : 


——@n September 27, 1978, the Committee on Government Operations 
approved and adopted a report entitled “Overseas Real Property Man- 
agement.” The chairman was directed to transmit a copy to the 
Speaker of the House, 

L Summary 


This review of overseas real property management of the Depart- 
ment of State and U.S. diplomatic missions is part of a continuing 
study by the Subcommittee on Legislation and National Security of 
the operations of the Department of State, the other foreign affairs 
agencies, and the U.S. diplomatic missions located throughout the 
world. The report is the result of five hearings held overseas over the 
course of the past 2 years examining the management and administra- 
tion of our embassies located i 1 England, France, Ecuador, Pern, and 

es 


Brazil, and two d with representatives of 
the Department to- discuss Management and administrative 


issues, | 


+"United States Embassy Pere ene hendon”, hearing before a subenmmittee of the 
Committee on Government Operations, House o Representatives, 95th Cong.. lat Bess., 

a ~ hearing before a subcommittee 

ee on Government Operations. House of Representattres, 95th Cong., 1st 
Sess., Nov. 8, 1977. “United Stutes Embassy Opérations—Quita”’, hearing before a auhbeom- 
mittee of the Committee on Government Operations, House of Representatives, 95th Cong, 
2nd Sess.. Mar. 28, 1978. “United States Embassy Operations—— ~ hearing before a 
subcommittee of the Committee on Government Operations, House's Representatives, 95th 
Cong., 2nd Sess., Mar. 30, 1978, “ nited States Embesey Operations razil", hearing 


(1) 
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+ This report disciisses only real property mana: 
issues, and does not attempt to address the many other management 
and miimtnist istrative issues of concern to the eommittee. In examining 
the various management and administrative issues facing the Depart- 
ment and our diplomatic missions, we have found that many factors 
’ must be‘taken into account, Before making recommendations for im-."" " ” 
provements, the committee. wants. to take-into-account all of the com- 
peting interests involved and fully consider the views of the various 
interested parties. ey See ee 
The examination of the real property management and related issues 


did not reveal the same-kind-of complexity. T neral agree- 
ment as to what the problems are and the committee eve 

ey require vastly complicated solutions. In addition, the De- 
partment o 


; in recognizing problems do exist, is attempting to 
move aggressively to improve'real property management. This report 
will give the Department an opportunity to consider the committee’s 
views as it continues to address problem areas... Boe. ee 

‘The views of the commitiee not only reflect the testimony received 
from the various departmental witnesses, Ambassadors, Chargés, , 
Deputy ‘Chiefs of Mission, and Administrative Counselors, but they 
refiect the information provided the subcommittee by additional em- 
bassy employees of the Department of State and other U.S, Govern- 
ment agencies during the various subcommittee inspections. The. op- 

- portunity to discuss real management and related issues with embassy 
- officials and employees and to review emb facilities and housing 
‘greatly contributed to the subcommittee’s understanding of the prob- 
———/ Jems which exist. «= °° _ oe oa e 
_ * The committee has also drawn upon the excellent work of the Gen- 
eral Accounting Offices which reviewed real. property management 
within the Department? *. .- ae ; 
__. While primarily focusing on activities of the Department of State, 
the review of real property management also encompassed the activi- 
. ties of the various Government agencies located at the embassies. The 
views. of these other agencies have been taken into account. 't. 


ee es es OL Ewrropuerion  - ie ee 
-° The Secretary of State was granted authority by the Foreign Service 
Building -Act of 1926 to oe construct, sell, maintain, and 
- operate buil dings ebroad for U.S. diplomatic and consular establish- 
ments and py sacar Chia -of U.S. Government: -agencies. This 
responsibility has been delegated to the Director of the Office of For- 
. eign Buildings (FBO), who serves as a Depu Assistant: Secretary 
- under the direction of the Assistant Secre' or Administration. . 
‘ “ane Department is responsible for providing the office space for 
' .all Government agencies.on a_rei is, except for AID, 
‘which utilizes Department of State Tacilities in some countries. In 
addition, the Department is responsible for providing housing for all 
chiefs of missions of other ws. Government agencies, exept ALP. 
All other employees of other agencies, except either receive hous- 
ing allowances from their own.agencies.or have Department of State 
providing housing, the cost of which is reimbursed to the Department. 
ATD is responsible for providing housing or housing allowances for its 


2“The Department of State Has Continning Problema in Managing Real Estate Over 
-, zens," GAO report dated July 12, 1978. 


ee - ee 


Py a wre en ee er re em mons a 
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‘employees, The Department of State is, of course, also responsible for 
‘providing housing or houting allowances for its overseas employees, 
The Department a ing overseas, and the other 
-26 Ths : encies with representation abroad have 17.990 
hk “ert cektete ry fore Mipsis pape a —— 
ete partment of State owns or leases property in 215 cities lo- 
‘cated in 135 countries around the world, The 202 offce buldings and 
i dings are warehouse owned or leased y the Government 
-and maintained by the Department are valued at $2.8 billion, In addi 
900 residential nnits 
asedat a cost of $184 


tion, the Government owns about 2 
rsonnel which were orginally 


@ Department also: spends around < O million anni Wy Jeasins 
3.5 2S is, for American diplomatic employees, and spends 
an additional annually for employee ing. 


(These figures do not include owned or leased property maintained by 
- -other agencies, +e ee 
Responsibility for management, of Department of State employee 


‘housing overseas is presently by the overseas posts, the 
hic bureaus, and the Office of Fore mm Buildin 
‘ (FBO). FBO is responsible tor funding and mapaging joa “termed 
hic 


] ears or more) and Government-owned pro » Whole the 
. are responsible. for the funding o Spotbjern 
;4eased properties (less than 10 years). The averseas posts have 


delegated responsibility Tor abprovng short-term dessed properties 
wtih cost under as annually and 1s responsible for approv- | 


“ing those inf excess of $25,000 annually, Effective October 1 1978, FBO 


__ The heads of the overseas missions are responsible for enforcing 
regulations concerning allocation of space, operating and maintaining 
properties within the funds allocated, and recommending needed im- 

provements to properties, The principal officer is also responsible for 

identifying all property which is in excess of the needs of the post and 
requesting disposition instructions from FBO. . 
' At the present time no w j i i 


v= 
ernment employees should be housed overseas. With nad to Depart- 
ment of State onployeis, Sach pest MSP pet te Depart 
“in conjunction with the policies of its qeographee bureau and generally 
- allows personnel to select’ property that suits their needs, The posts in 


Jowances are. provided. In 
Provided for most, top- ousing allowances are 


an: 
given to lower grade employees, (Paris follows this practice, London 
does not—virtually all U.S. employees in London are housed in Gov- 
“ernment-leased quarters.) In Latin American posts-sepjor employees 
math vebresentational responsibilities are provided with Governmen: 
“owned or. leased properties, and other emplovees receive housing allow- 


“ances. The posts in Hast Asia and HearHast_ Asis use a bina- 
_ tion. of these plz oreover, there 1s no uniform polic within the 
ateor a i as hether itis . 


; More economical to have an oyee ship his own household effects or 
to have the Government provide fully furnished quarters, | 


_- EL Rept. 1676, 95-22 
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. The Foreign Affairs Manual also requires every foreign service 
‘post where several U.S. Government agencies are present to establish 
''@ housing board to deal with inter-agency housing issues tt 
:. The: Department of: State designates two categories of mainte- 
nance and repair work to properties: (1) routine maintenance, which 
“is the “normal run of the mill” work necessary to preserve or restore a 
property, and (2) special. maintenance, which is. not routine. Major 
repair projects have no funding limitations, but are normally handled 
‘as special maintenance and require FBO approval. Most maintenance 
‘repair on FBO properties is classified as routine. Jn fiscal year 1978, 


‘the Department estimated it would spend $11 million for maintenance 
oe repair of owned or long-term Jeasad properties and $3 on for 
0 oo" - 7 
-” To carry out its responsibilities, FBO has a staff of 95, only 22 of 
“whom are stationed overseas. Of the 71. i i n 
are professional technicians, FBO does not perform the actual con- 


_ ‘struction in the field. but-depends on contractors and the overseas mis- — 
‘sion maintenance staff to undertake specific projects and to maintain 


and repair properties. <6) «... ; cae 
__ LL Sinca 1926, FBO has been authorized approximately $853.3 million 
‘and appropriated about -$807 million, of which $128 million was in 
oer currencies. A total of $110.6 million was appropriated for 1978, 
‘ot which $7.5 million is in excess foreign currencies. A significant por- 
‘tion of FBOQ’s funding for aes projects comes from proceeds of 
“property sales, which have ed nearly $122 million since 1926. For 
42 10-year period from 1968 to 1977, only four capital projects totaling 
$19 million were funded through appropriations. The rest of the $81 
million for capital programs was derived from proceeds of sale. The 
“Department received a $10 million supplemental appropriation for 
fiscal: year 1978 :to accelerate the: purchase of residences in areas of 
‘spiraling rent increases. Both the Senate and House Appropriations 
Committees have approved appropriations of $16 million for continu- 
‘ation of this program in fiscal year 1979, and the Department plans to 

ask for $10 million for fiseal year 1980, :~ - 


“:' The Department estimates that it would take $150 million to $ 200 | 


(en Fomor 


He 1. The US. Government’s overseas real property has not been eco- 
ea 


‘the Depa of State. .-.-. i 
“and hae alle eet men’s long-range planning hes Been seriansly deficient 
and has allowed external pressures to un uly influence development of 
sound real property programs. oa 


4. The Department ot pro existing sources of i or- 
. ™ mation to make sound management decisions, to the most cost 
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effective alternative for satistying the real estate requirements of our 
overseas ; 

5. The epartmen GOES not have suff ient personnel with the neces- 
sary technical 2: Properly acquire, consh ct, maintain and 
manage our overseas real property. 


6. The Department has had ipsullicient funding to meet the over- 
seas real property needs of the vernment in ‘a timely fashion, 

7. Dj i ing and hausing-support employees receive 
generally depends on whi U.S. Government agency they work for 
or historical accident, 


IV. Recoorenpatioxs 


1. The Department of State should continue to centralize the man- 
agement. of overseas property within the Office of Foreign Buildings, 
2. The Office of Foreign Buildings should continue to - 
Tate constructi and. relia ic and other relevant data 


which 78 Recessary for the development of accurate long-range plans, 
3. The Offic Mana should dexyelop 2. formula 
for determining whether it ia in the best economic interest of the U.S. 


‘Government.to- lease. or pur at our overseas posts and 
all Government agencies operating overseas should be directe by OMB 
to use this formule. ee 

4. The Department of State should present to the Congress and the 

Office of Management and Budget a plan not late Janus 
as to how it proposes to staf = a 

long-term basis so tha: 


SS 8 
Staphic bureaus which transferred to FBO fo handle the newly 
ee ii inmate we a oe ; 
5, The Department of State sho d establish a timetable for im ee 
menting a reliable management information system which will meet 
the DepartiientS needs on a worldwide basis within the next 2 years, 
6. The Department of State should consider ing the 
‘Congress, ful funding. i jects and should inform the com- 
mittee how such a program should be implemented. 
7; The Department of State should report to the committee not later 
an erty 


on how it believes 2 capi 


_ V. Discusston or Orrice or Forerex Brmprves 


+. Ibis Virtually the unanimous opinion of ambassadors and: adminis- 
trative personnel at our overseas missions and those in ths De- 
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partment of State responsible for overseeing its operations, that the 
ce of Foreign Buildings (FBO) has been unable to adequately 
meet the real estate management needs of the Department. The _pn-_ 
reasons ‘for this have been the d izati ® 


_ Responsibility for managing Department of State employee hous- 
mg overseas is ep between the overseas posts, the geographic bureaus, 
an 


FBO. At the present time, FBO is responsible for funding con- 
struction or acquisition of real property and Jeases running for more 
than 10 years, and approving leases running for less than 10 years, 
but which have annual rents in excess of $25,000; The geographic 
bureaus are responsible for funding leases running less than 10 years, 
and approval for those costing Jess than $25,000 annually has been 
delegated to the overseas. 

, There is no centralized uniform housing policy which has resulted _ 
in a failure to develop either at FBO or the overseas posts adequate 
criteria for the size and cost of housing or for centralized review of | 
} 
Me 


housing alternatives. GAO found that the net effect. has been that / 
j nee xhigherhousing costs be- / 
i hat exceeds reasonable | 


ines for the construction of 
housing. This void has not 


ear 


SOMIp Isai ve 


posts throughout: shows that rather than 


2 ae ateval> ] 3 Nace fos} aye PA Sear) :-5) 
FBO is planning to develop uniform criteria for reviewing and ap- 


_ DEOYINE lease sand will review present leases to insure 

can ever be expected to adequately manage the overseas 
real property program of the Department, it must have fnll responsi- 
bility for that program. The decision by the Department represents an 
important first step toward improving real estate management. How- 


ever, if this move is not accompanied by other improvements recom- 
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mended-elsewhere in the report, it will actually represent a step back- 
ward since FBO will not: be able.to adequately handle its new respon-. 
sibilities: ----") 0 feaen aa nee 8 eo 8ee9. : aoe . 
Lack of long-range management planning 
.. According to GAO, FBO has no systematic method, specific criteria, 
or policies for determining the most economical] housing alternatives 
which satisfy the Department of State’s overseas needs, Primary re- 
sponsibility for identifying real.estate needs and solutions has been 
placed on senior personnel who generally are not qualified and have 
no experience in the real estate or construction fields. 
Part of the problem h on the decentralize 2 if 
estate among overseas posts, the regional bureaus, and FBO. Their 
efforts were never fully coordinated. Embassies were unable to develop 
long range real estate plans, even though they recognized the desira- 
bility of doing so, primarily because they have neither the staff re- 
sources or expertise, The result at many posts has been that a new real 
estate program is undertaken upon the arrival of the new ambassador 
or top administrative officer. As noted previously, FBO will now have 
foto! pespopalbiliey. and funding authority for all real estate projects 


' The failure to institute long-range planning has on occasion allowed 
senior officials and ambassadors to interfere with real estate programs 
to satisfy personal desires. For example, in Seoul, South Korea, FBO 
to rehabilitate the Embassy residence in fiscal year 
1976. However, before the project. was completed $1.1 million was, 
spent for a complete restoration-—including having Much of the wood 
structure custom reproduced by local -architects and craftsmen. 
This was done, according to FBQ, at the insistence of the Ambassador. 
FBO real estate planning is done by headquarters perenne! respon- 
sible for the five world regions. corresponding to the Department’s geo- 
graphic bureaus. Each area officer determines which projects should be 
undertaken in that region and assigns a priority to each project. Five 
year project forecasts are made erch year based on data obtained from 
the geographic bureau and the particular post, FBO does not now have 
adequate staffing to allow systematic onsite reviews. According to 
GAO, the 5: re i ot related 
to-f i . A project. which ranks 
igh one-year may not appear on the priority list the next vear even 
though the project was not constructed or acquired. In 1927, FBO 
began using a-numeri jori j for its projects based 
on such. factors as morale, health, safety and political expediency. 
- GAO recommended that FBO be responsible for developing coun- 
try-by-country real estate plans and.the Department has begun such a 
program, with approzimately-15 country real estate programs having 
been developed so far, fn a yooh 
The committee does not believe that placing primary reliance on 
post personnel to identify real estate needs and solutions can be justi- 
fied. Such personnel generally do not have the necessary background 
to adequately undertake such responsibility. Since FBO has the tech- 
nical expertise necessary to undertake Jong range planning it should 
take the lead role. While FBO should work in conjunction with the 
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various posts and regional bureaus to identify needs and programs, it. 

must not wait for 2 post to identify real estate needs or request FB 

to develop 4 program fer it. HBO must systematically 
Moreover, it is not enough to | 


MATT a Vell + 


eu SLE Le 


out the worlc..Unless FBO has such master plans, it is unreasonable to 
éxpect that individual post needs will be dealt with on an equitable 
basis in the most cost effective manner. 
The committee does not believe it is too much to expect FBO to have 
a master plan which shows how much, where, and in what priority,. 
property should be acquired or leased. This information is absolutely * 
essential if the Department, the Office of Management and Budget and 
the Congress are to be able to determine what needs exist and how to 
go about meeting those needs. While the committse believes it is im- 
portant. for the priority rating system to include noneconomic factors 
such as morale, health and safety, it is important for decision-makers 
to have access to a priority rating based solely on economic considera- 
tions since:the other factors tend to be subject to differing opinions. 
" FBO should be able to provide specialized technical service to posts 
regarding construction, acquisition or maintenance of property with- 
out having to deal with external pressures from. senior post personnel 
who may be interested in satisfying personal desires. The development 
- of coherent long range Teal estate plans will greatly reduce the oppor- 
tunity for-these outside pressures adversely affecting sound real estate 
entdecisions .. . tN dae 
y, the subcommittee review of the five overseas missions, the 
feeling existed on the part of administrative and other embassy person- 
nel that they could handle real estate needs better and more swiftly 
than FBO. The subcommittee discussed real estate matters with a 
number of officials who exhibited a. high degree of knowledge concern- 
ing real estate management, and who are doing a fine job in this area. 
. Nonetheless, because not all responsible overseas officials have such 
* experience, FBO must be the central repository for real estate man- 
agement expertise so that all posts overseas can rely on such knowledge. 
As is discussed later, the committee is concerned over the lack of suf- 
ficient technically qualified employees in FBO. As FBO is able to in- 
crease the number and quality of technical experts, overseas personnel 
will feel less of a need to substitute their judgment for that of FBO 
personnel ~~ ers a : 
The Department recognizes that cuimide aes can madly influ- 
ence real estate programs and has informed posts that although FBO 
will draw heavily on input from the posts in determining the size and 
character of bull dings, FBO has the final authority and posts are not 
authorized to alter plans, Any change in plans must be approved by 
the Director of FBO and only when conditions change significantly. 
We believe such policy must be strongly enforced. . % 
Development.of valid economic data = - se Me, oad oe 
. T£FBO isto have an effective long range planning capability it must 
be able to develop adequate economic analyses to support its planning 
objectives. The committee is concerned over the Departments failure 
to use existing sources of information to develop sound economic anal- 


y 
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yses. Without sound economic data, which is eet accurate and. cur- 
© the best use of its 
ousing dollar, - 


: GAO pointed out in its report that the Departments longstanding 


housing even though this should have the Gas influenca in deter- 
posed to construct or purchase housi to offset rising leasing costs, 
they are often not backed up with coat bene At analyses partly because 


FBO has been developing an economic formula, termed the present 
Value analysis, to determine whether it is in the best interest of the 
Government to purchase rather than lease Droperty. However, 

issi y for inclusion 

in the fiscal year 1978 supplemental acquisition program a list of resi+ 
dential properties now leased which should be purchased, the Depart 
ment did not ask them to supply data which would be plugged into 


thé present value analysis:formula. Rather it asked each post to indi- 


cate which properties should be acquired on the basis of a 12 year or 


When examining the Paris embassy housing policy the subcommit- 
tee was told that it wo 2 J uneconomical to begin an acquisition pro- 
grain, even though bh i 


eriod et Si to 169 percent, 
scourage the sale o property and acq 
ch the 


times annual rent. Ho 
be to. the j 


purchase, it proposed that the 
V eT 


mittee recommenda 


e 10 eco~ 
ne purported eco. 


nomic situati , the 
fice of & ali “4 i- 
nate this artment officials. 


in +. = On have examined the Paris economic situaion and found 
that util: § pro Fe ue cost-benefit analyses, the amortization 
period was about: alf that estimated by the embassy, ._ 
The committee believes this example illustrates the need for FBO 
to have a sound cost benefit analysis. 
- GAO was critical of FBOQ’s estimates of capital project costs pre- 
ared for budget and Congressional justifications, funding them to 
© poor cost estimating led to project 


1-2 
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deletions and delays cost taxpayers millions of dollars. For 11. 


st Zect estimates, with some overruns 
reasons for this outrageously poor rec- 


or 10s percent O: 


fiAipiig ip to 195 percent, The 

‘ord are: (1) } as unable to employ a qualified cost estimator. | 
(2). The information. used to make the cost estimates was inaccurate i 
aud wasoutofdate. = 


~ The subcommittee was surpr: 
‘tempted to use the expertise o 
tioned in overseas missl 


ons to obtain local construction~cos s, inflation 
est: s and other relevant data, This information.should be easily 
obtainable from these officers at posts abroad. . 
~ There is general agreement among overseas embassy officials that 
the U.S. Government has not followed a wise real estate policy—that 
when it does purchase, it purchases too little, too late. Merely using 
the existing expertise of economic and commerical officers to determine 
costs and forecast economic housing trends in foreign nations should 
‘allow the Department to have a better idea of what the real estate situ- 
-ation is or is likely to be ine given country. ; . 
“ The Department is acutely aware of the problems it has had in 
‘making valid economic assessments and construction cost estimates 
overseas, It has hired an experienced cost. estimator which should 
ig drastically improve cost estimating within the Department. FBO has 
also begun to utilize the economic and commercial officers located 
overseas to & freater extent to obtain accurate and up-to-date cost 
‘and economic data. = _ 
- Tt is absolutely essential for the Department to be able to make 
accurate cost estimates and economic analysis of the real estate condi- 
_ tions in.countries where the Department does have housing needs, if 
> $t is to address its real estate needs in a sound businesslike fashion. 
Moreover, the Department cannot expect OMB to approve budget 
‘requests and. Congress to authorize and appropriate funds for real 
‘estate projects when the information provided to justify the project 
isnot reliable. (2 -- 

FBO is not. the only agency which utilizes an economic cost- 
benefit formula to determine whether the U.S. Government interest 
would be served by purchasing property, rather than leasing or pro- 
‘viding housing allowances to employees. The Defense Intelligence 
Agency . (DIA) also utilizes such 2 formula to determine how much 
and which. Defense attaché staff housing should be purchased. In- - 
terestingly, the subcommittee found that the FBO and DIA formulas 

entical and that they make differing assumptions without 
) in_ fas he. ditfterence abe year, use 


Lite 


a 
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made good-faith efforts to devise the best possible formula to gage 
when the Government's interests are best served by purchasing rather 
Mat leasing property. The i 


discrepancies between’ the formulas, the Department immediately 
started. refining its Present-value-analysis formula. The committee 


e OMB. The committee in- 
’ single formula which reflects as 
accurately as. possible existing real estate conditions that can be 
utilized by all &S. 


e the formulas all agencies use should be the same, the com- 


theperiod should be 5 years or less, difference recognizes that AID . 


18 likely to stay in any given location for a brief period of time, whereas 
the Department id State is likely to be in a given location on a rela- 


Staffing problema: . . eet a a % 

Many of the problems FBO has experienced can be directly attri- 
buted to the lack of an ac e E echnica 
respective of how many m na 
long-range planning, accurate economic analysis, adequate manage- 
ment information systems, centralization of responsibility—or how 
much funding is obtained, without adequate some 4 with sufficient ex- 
pee FBO will never be in a position to properly manage the U.S, 


jor contributing factor has 
ty of the Department to obtain sufficient funds to meet 
erty needs. However, this is certainly not the only reason. 

e6 was told that there was not one year which GAO 
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of even 50 percent of those capital projects for which funding was 
received that year. The committee finds such a circumstance intoler- 


FBO from sponding all of its capital project funds in the year of the 
appropriation, FBO should have a plan which allows projects to be 
started and acquisitions made as soon after the money is appropriated 
as possible. The Department should furnish the committee with a pro- 
posal detailing how it specifically plans to improve its record in, this 


regard. 
In 1960, as a result of personnel reductions, HBO was forced ta-clase 
régional field_ offi There is no question that this bas had an 
‘servense DAP ace on the ability of FBO to adequately respond to real 
estate problems. Posts which generally lack real estate ex rtise can- 
not obtain expert advice from FBO on a timely basis. Only 17 of the 
71 personnel assigned to FBO’s Washington office are technical pro- 
fessionals. There 1s simply, insufficient staff to allow experts to spend 
avy sae time at a post in Seveloping solutions to real estate needs. 
GAO recommended that not only should FBO strengthen the technical 


rtise of its staff, but that the Department d_reestab- 
Jish the regi staffed by technical experts who wo d 
hers Teast of individual post real-estate needs: 

e 


time to post Og SraE Second, it has placed more staif on the opera- 
tional side of 


in conjunction with the posts to analyze housing needs and to seal aely 
a. plan to meet those needs. Finally, foreign service officers with fiel 


_: Importantly, the Departmen is about to take steps to im ve the 


level of staffing within FBO. It an additional 10 a 
tions for FBO-in its fiscal. year “so the number: 0 
expert | -positions have re- 


se "he. committee recognizes “that. the Department 
gevere personnel: constraints which ‘are imposed both by the ‘Depart- 
ment. under: internal measures and the Office of Management and 


property management to continue merely because of inadequate staff-. 
ing. Any savings which may be realized through staff reductions in 
FBO will be.merely illusory since the staff ehortages will lead to 
needlessly higher 


costs in providing for the real property needs of oe 
tte elieve that nee ent_o 
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in Washington or in the field—who can respond swiftly to post real 
property problems and can keep informed on post property needs. We 
are less concerned with where they are located than that posts have 
ready access to this oy sapere The decision of where they are located 
should be determined by whether-.it is cheaper to have these experts 
operate out of Washington or in regional offices, he 
-: The committee Y appreciates that the Department is aware 
problems in real property management exist, and has taken a number 

’ of concrete actions to deal with them. However, unless the Department 
makes a commitment to adequately staff FBO, problems will continue 
to exist. The Department has promised to make improvements in its 
management of real property in the past, the committee notes but kas 
not fulfilled its promises, ; 
- Unless FBO is sufficiently staffed to manage the departmental real 
property in a businesslike manner, the-committee wil seriously con- 

sider having this responsibility placed with an agency that can per- 
form this. responsibility. With adequate staffing we are confident the 
Department can do the job. Oe. a eS i 
._ The Department, therefore, should present a proposal to the Con- 

' gress and OMB as expeditiously as possible, and not later than Janu- 

_ ary 1, 1979, showing how it plans to staff FBO ona long-term basis so 

it will have FBO has sufficient technical expertise to handle real estate 

needs of posts. worldwide. In addition, since FBO will be given respon- | 


sibility for funding and management of short-term leases, the Depart- 
ment should present to the Con. a listing of those positions in the 
phic bureaus which will be transferred to FBO to handle these 
| new responsibilities, 29 4 a rere ak 
Inadequate property maintenance = An Ye feos 
* The committee is concerned with GAO’s finding that FBO-owned 
- -and long-term leased properties are not being Prey managed and 
. maintained. GAO blared the problem on (1) a lack of technically 
_ qualified personnel to make inspections, (2) weak maintenance criteria 
‘and priorities, and (3) seriously deficient information. used by both 
post and FBO managers. The subcommittee found that there seems to 
be no uniform approach to property. maintenance, and that the major 
factor appears to be the attitude of the administrative personnel at 
: The: subcommittee found. in Brasilia that the Embassy had 
: without any kind of property inventory for several years simply 
out of neglect..We were told that this is not an isolated problem. _ 
_- An important contributing cause has been the lack of reliable 


manga: ation within FBO, Managers are unable 


ily determine, for instance, how much it costs to operate a par- 


ticular building. GAO found that FBO’s rty books—the present 
vansemeny tae not reliable and ietected an overall error 


‘rate of abont20 perrent,- er : 
per maintenance and the development of an adequate informa- 


‘tion system to determine operating costs is absolutely essential to good 
real property management. Otherwise, maintenance and repair funds 
are spent to rehabilitate deteriorated properties, maintenance costs 

escalate, unit property values diminish, and funds-are used to operate 

and maintain uneconomical buildings. 


Sm I a ees 
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- The Department recognizes the need to improve maintenance cri- 
teria and its property information system, and has taken corrective 
action. For example,.a new maintenance handbook is being printed for 
_.., Gistribution to posts. However, as GAO pointed out in its report, the 
Department promised several years ‘ago to implement.a reliable infor-. - 
mation system, but has not done so. are 
~ The Department should, therefore, establish a timetable for imple- 
menting such a management information system which will meet the 
Department’s needs on a worldwide basis within the next 2 years. ~ 
‘Lack of adequate funding - .. IC oe aa ee ee 
_ The committee recognizes that a necessary element to the develop- 
ment of businesslike management by FBO, is the appro riation of 
fands sufficient to cover the major real property needs of the Depart- 
ment. In the past, much of the funding for capital projects has come 
from the sale of excess property. Over a 10-year period only four proj- 
ects totaling $19 million. were funded out-of congressional appropria= 


tions while $81 million in projects were funded through pr sof* °°) 
pro sales... - note te Ora hrice 


‘AO: concluded that the Denartiment_nas plied too heavily on a 


t has xt the U.S. Government has spent more money 
to meet the Department’s housing needs than it should, There is little 
question that such a policy has been. forced upon the Department. 
And thin the Department that hasing. 


520 : a year is inves ears, 
assuming the rents on the buildings which would be termina 


[economic advantage of the US. Governmert.: = 


+; The committee believes that at the present time there is appropriate 
‘recognition within the Congress for the need to place prester exiphass 
Hace Ta han jeasins erly. nder tos : te) 


so F's SC 


. Congressman: Ds all, chair he House Subcommittee on 
‘International ‘Operations, the Department received a 
- “appropriation of $10 milli acquisiti j 


> | ‘ 

i: sas spiraling jnfjation is. Ba 
“and Senate Appropriations nmittess have approved $16 million 
for continuation of this program in fiscal year. 1979, and the Depart- 


ment plans to request sus million for fival year 1980. However, even 
- 7f all this money is actually spent, 1t wit cover about 20 percent | 
_ of those properties that it would clearly be to the economic advantagé| 
“of the United States to acquire. es Gt oe Fo ot fae eee 
The committee believes that the program to purchase property 
in areas of rapid inflation should be expanded. While rental 
a 


Breet SAAS SETS bites. cee be . & * ; weet, 6, ee 


Approved For Re(@Pe 2002/01/15 : CIA-RDP81-00142R0@@Pb0100001-2- 6 


_— = 2 = ae leat 7 =e et ian . res 
udgetary obligations j e long run. The committee wishes to: 
informed whenever the Department submits a budget request. :| 


as 


a year E real mess, While FBO should direct its 
energies solely to meeting existing and future needs, it should operate 
in a sound businesslike way. Pronerty should be disposed of only when 
it is reasonably certain that the Government has no future use for that 
‘GAO also recommended that FBO. consider asking Congress for 
appropriations that will cover the full cost of an entire capita] project. 
At present, the Department makes separate budget requests for each + 
- stage of a project. GAO believes a full cost appropriation would save||’ 
substantial sums of money by compressing the time it takes to com- 
plete a capital project. ay ee ; 
The committee agrees that alternatives for reducing the time neces- 
sary to complete construction or acquisition of property must be ex- 
plored. Because of the nature of the authorization and appropriation 
process at least 16 months are required for the Department to obtain 
funding for a project following the identification of a need. Because 
delays in obtaining funding approval only result in additional costs, 
-wa believe this leadtime can and should be reduced. 
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a We believe that fall-funding- mag-be one-viable slternative, We rece. 
ognize that for the first several years, full funding would require sub- 
stantial increases in capital project appropriations. FBO estimated, 
for example, that for its fiseal year 1979 program: of $50 million, full 
_ fanding would have required an additional $79 million. Full funding 
” will allow the Congress to know ‘within reasonable tolerances what a 
major construction project willcost. eS 
- - Jn addition, we believe that serious consideration should be given 
‘to an appropriated capital fund. This.should substantially reduce re- 
quired lead times. Justification for the funds would, of course, have to 
be made to the appmptien committees of the Congress. We believe that 
the nach ip of the capital fund concept should take place on an ex- 
basis which will allow the appropriate committees to monl- 


property ent, FBO must he able to demonstrate it will be 
able to msibly handle a capital fun Owever, use such a 

: Svstam, Contd, pateuaslly Gave SUBSCEENTST Sums of money; we believe = 

3 ity. Sate 

_. The Departanent of State should provide the committee with a study 
no later than June 30, 1979, indicating how it proposes to structure 
such.a capital fund on an experimental basis and the procedures it will 
use in managing the fund. a oP ae : oS ey 

- VIL Lace or Unrrormiry axp Consterency ux Hovstne Pracrices 


, of State employees or those of other agencies. - - 

. The di itx in housi j m post to post within the 
. Department can be largely he present decentralized 
i gra 


ing 

with overseas posts, much depends on the attitude and knowledge of 
the principal administrative officer. To illustrate, under present prac- 
tice, FBO is responsible. for furnishing all owned and long-term. 
leased : properties, -Furnishi for ‘short-term leased quarters are 
aig out of the Department's salaries and expenses account through 


9 : Sue VES at; 5 Rak acre hel en eh - aS - + V a! 
or whatever. In some instances problems may arise simply because 
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men’ will request appropriations for a residence on a direct reimburs- 


The subcommittee was unable to detect, by and large, any rational 
basis for the differences which exist. The committee does not believe 
that merely because. an employee works for one agency he should 
necessarily receive fewer (or more) benefits than an employee from 
another agency. Differences as. to what employees receive should be 
reasonably related to differences in job responsibilities, The develop- 
ment of consistent and uniform policies and practices would further 

~enable the U.S. Government to improve management of real property 
overseas. If embassy officials and employees are asked to comply with 
one set of rules and guidelines rather than a dozen, there is little doubt 
that the administration of such policies and guidelines would improve. 
- Regarding the lack of uniformity from post to post of housing and 
housing support within the Department of State, we believe that the 
consolidation of funding and management responsibility within FBO 


will result in in *” gonsistency and uniformity. will be able 
to. establi mat for the kind of housiny all employees 


_all overseas missions on an equitable basis, 


tua 


Hiovees neeq rather an. 


; CO ties is. ing the housi ici ractices 
t 


an that Py s pol 
nomic considerations. Consolidation of responsibility within FBO 
should make thiseasierto accomplish, . — 7 *. ssid 


Vit ct_to_ intera. : w t believe it is wise 
olicy for the U. oenconrage. disparate stan 8 
epartment of State presently has a mechanism to review the housing 


. that employees of other agencies receive, since, in most instances, the 
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ambassador must formally approve leases or acquisition of property. 
However, the Department has no control over what housing support 
other agencies. provide eroployees. Unfortunately, embassy officials 
'-c many times do: not use-the existing mechanism. to review. housing. 
proposals of employees of other agencies, Since the Department of 
State will be reimbursed by the employee’s agency, embassy person- 
nel are oftentimes not terribly concerned over whether housing ex- 
ceeds réasonable standards. ee 
- We believe this is an unaseetevie state of affairs. Department of 
_ State regulations concerning what housing employees are entitled to 
geem tobe reasonable. We know of no reason why employees of other 
agencies should receive either more or less than Department of State 
employees. (We except from this observation the-general. policy of 
the Peace Corps to have volunteers live in a-custom.which will create 
local acceptance for their activities.) In this connection, the Depart- 
- ment ‘of State should. review the amount of support Department of. 
State employees receive to insure that not only does it meet their needs, — 
. but does notexceedtheirneeds. =. — 
“We recognize that enforcement by the Department of State of uni- 


form standards will not lve the statutory or funding disparities. 
‘We believe, therefore, tha j J ade to con- 


solidating the responsibil 


eral movement toward the standardization of allowances for per- 
i wency ities 


: "The committee recognizes: it 
_ golidation. of responsibility within the Department of State. Not | 


State should make clear to embessy.ad- 
hey will be rated no pany an the basis of 
Jengrtment, officials but to emplovees 


. than officials of other agencies. Should other agencies have concerns 

that they are-not being treated_on a nondiscriminatory basis. they 

. should present their concerns to Department management, OMB, and 
the Congress for proper resolution. - ee 

-© At a number of embassies. a multiagency housing program has al- 
readv been established. In London, the subcommittee reviewed the 

- multiagency housing program which ‘included all agencies excent the 
International Communications Agency.* Several methods are utilized 


. BWe are enneorned over TCA‘s refusal to join this procram. OMB should direct the De- 
bring ICA into the program. 


partment and ICA to come to an agreement which will 
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: Mm nvolying : FOrRIDeIL.2oPn cles LAIN Spor A 
a n order to maximize the uniformity of overseas housing policies an 
practices of the-various U.S. Government agencies, once FBO demon- 
‘strates its ability to manage properly the overseas real estate of the 
Department of State. consideration should be given to placing with it 
additional responsibilities ‘for managing overseas real estate of other 
U.S. Government agencies, ~- s use : 

The committee is also concerned that there is no uniform. policy 
either within the Department of State or among the other agencies as 
to whether employees should ship their own household effects to the 
‘post at Government expense or the Government should provide fur- 
nished housing. AID has 2 policy of allowing employees only to make 
limited shipments of personal effects and providing U.S. Government- 
owned furniture. The Department of State policy will vary from post 

- .. to. post,,,.with Government provided furniture being the exception. 
However, no. economic. studies- exist-on which method is more 
economical, meee 
” The subcommittee heard numerous horror stories of employee fur- 
niture being lost, destroyed, or severely damaged en route to posts. 
Shipping problems were a major concern of employees and adminis- 
trative personnel alike. Embassy administrative officials overseas were 
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program in Lima and the committee. reeommends that the Depart- 
ment of State conduct a snrvev of other posts to determine whether 
similar programs: should be established at these posts. ae 


hee ee WOE Corcrustow — 


cease ai ieeer eae nema As 
outlined in this report there are a number of reasons for this poor rec- 


ord. It would be inaccurate to suggest that the Department has either 
been unaware of these problems or has done nothing to make improve- 
ments. rs , . . 
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The failure by the Department to adequately manage the $3 billion 
overseas property inventory and to efficiently and economically pro- 
vide housing for the thousands of U.S. Government employees sta- 
tioned at posts located throughout the world not only adversely affects 
the Department’s operational efficiency but also results in millions of 
taxpayer dollars being poured down the drain, Therefore, SB. 


~The Department has assured the committee that it intends to take 
all the necessary steps to insure proper management of U.S. Govern- 
ment property overseas. We hope that the Department will take the 


Pp action and the committee will review the progress that is 
being made in this area. 
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Attached is a report on 
overseas real property management 
—— which resulted from an investiga- 
tion by Jack Brooks! Government 
Operations Committee and Legisla- 
= oan tion and National Security 


: EO/DDA ; ‘Subcommittee. It is interesting 
0 foe from two standpoints: 


a. It is a good insight into 


[ how a committee of Congress can 
i oe —— work with or against an agency 


ADDA Ls over which it has oversight 
jurisdiction. 


b. More importantly, the 
report contains directives to 
the State Department and to 


DDA aw urn "other U.S. government agencies" 


which at least by implication - 


have on the Agency. I remember 
from my days with OLC that we 


A involve CIA. 
> I have asked OLC for an in- 
yi = —= terpretation as to what affect 
STATINTL the directives in this report may 


AL/DDA << (24 Oct 78) |.dealt with Jack Brooks' subcom- 
’ Distri : mittee and we obtained some 
Orig PRS - Addressee w/att agreements, one of which was that 
4 - DDA Subject _| CIA's name would not appear in 
. 1 - AI Subject (Legislation) | print. I am not sure that those 
7 1 - AI Chrono agreements extend to the direc- 
1 - D/Loaistics tives contained in the report. 
Att: Subject report dtd 2 October 78, 
House Report No. 95-1676 IT have also asked OLC to 


send a copy to DDO/CCS, which wa 
involved in the investigation on 
“behalf of the Agency. 
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